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To the Citizens of Michigan:

I am proud to present my administration’s ninth consecutive balanced budget
recommendation. This spending plan for the 2000 budget year continues a tradition
of keeping government lean and focused, while investing in critical efforts to
improve education, strengthen families and create jobs.

First and foremost, the 2000 budget reflects a commitment to education that is
unwavering and steadfast. In fact, for the third year in a row, we will spend more
on K-12 education than the entire general fund budget. In the coming school year,
total spending for public schools will exceed $13 billion.

Michigan will also continue as the nation’s leader in reducing the school
funding equity gap. Substantial increases in the foundation allowance guarantee
that no district will receive less than $5,550 per pupil. For the lowest spending
school districts, that represents a 63 percent increase since 1994 when Proposal A was
enacted.

My recommendation keeps the promises we have made to cut taxes -- our
25th tax cut since 1991. When my plan to cut the income tax rate from 4.4 percent to
3.9 percent is fully phased in, taxpayers will save $1 billion annually. That'’s in
addition to the more than $2 billion taxpayers are already saving each year as a result
of other tax cuts. By making Michigan a low tax state, we are turbocharging our
economy and encouraging entrepreneurs and industries of every kind to add to the
more than 750,000 jobs that have been created in Michigan this decade.

Other highlights of my 2000 budget include:

 Creating the Michigan Merit Award -- a $2,500 scholarship for high school
graduates who master reading, writing, math and science.

e A nearly $70 million increase in funding for Michigan’s universities and
community colleges.

e $581 million for day care -- a 38 percent increase over 1999 and nine times
more than 1990.



e The budget for the new Department of Career Development includes $15
million to help deadbeat parents find jobs and support their children.

e An increase of $14 million in the adoption subsidy program and another
$1 million to provide support services to adoptive families.

* Nearly $27 million to improve the quality of care in nursing homes.

e Funding for thousands of new prison beds, including a maximum security
Youth Correctional Facility.

e A record high $1.25 billion to repair state roads and bridges and $1.1 billion
to support local road and bridge projects.

e And a $2 million increase in support for Project GREEEN to boost our farm
economy while also preventing pollution and assuring food safety.

With so many new members of the Michigan House and Senate, my
administration is ready to make every effort to assure that the legislature and the
public is well informed on all aspects of this budget. We are ready to answer your
questions and make our case that this budget keeps us on the right track to
achieving our goal -- making Michigan first in the 21st Century.

Sincerely

John Engler
Governor

--------
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GOVERNOR ENGLER’S FISCAL YEAR 2000
BUDGET RECOMMENDATION
First in the 21st

A BUDGET FOR MICHIGAN’S TAXPAYERS

INTRODUCTION

The fiscal year 2000 budget will be the first budget of the 21st century but
continues the 1990’s tradition as a “Budget for Michigan’s Taxpayers”.

Two weeks ago, Governor Engler laid out his plans to prepare Michigan for the
challenges of the future and his goal to accept nothing short of making Michigan
first in the 21st century. The fiscal year 2000 Executive Budget provides a
blueprint for implementing the Governor’s priorities. Legislative approval of
these spending plans is the next step in achieving our common goal for Michigan
to be known the world over as the “Smart State”, where workers are skilled,
government is small, and schools are second to none.

ECONOMY

In his State of the State address,

Governor Engler proclaimed: “... the Standard & Poors gave Michigan its
state of our state is better than good. highest rating in 20 years and

Itis GREAT!” And itis. Michigan’s
economy is flourishing and the state’s
fiscal health is strong.

Moody’s and Fitch IBCA gave the state
their highest ratings ever, displaying
confidence in Michigan’s budget

Michigan’s economy has moved from balancing and economic strength.
recession to recovery to prosperity.

The legislature and Governor Engler

have made many tough decisions over the past decade, and we now are seeing
the results of their efforts. Our state’s total employment is at a record 4.9 million.
In 1998, 750,000 more Michigan residents had a job than in 1991.

These efforts have received national acclaim. Michigan is the only state in the
union to receive three major credit upgrades last year. Moody’s and Fitch IBCA
have given Michigan its highest ratings ever — higher than the supposed golden
age for the auto industry, higher than the prosperous 1950's, in fact, higher than
any time in our history.

We are seeing the positive impact of 24 tax cuts and returning $11 billion into the
hands of citizens for investment, consumer spending and job creation. At the
same time we exercised fiscal discipline and kept our state budgets in line. With
this solid foundation, Michigan is better prepared for the challenges of the next
century.
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TAX BURDENS CONTINUE TO FALL
The fiscal year 2000 Executive Budget continues the 1990’s tradition of
stimulating Michigan’s economy through tax relief. Governor Engler has
renewed his quest to begin the new century with a cut in Michigan’s personal
income tax rate from 4.4 percent to 3.9 percent. This newest income tax cut will

begin in fiscal year 2000 and be phased-in over the next five years.

The 24 tax cuts already
signed into law by the
Governor will have
saved Michigan
taxpayers $11 billion
through fiscal year
1999. Of the $11 billion
saved, approximately
$8.5 billion will go back
in the pocketbooks of
individuals and
families. Another $2.5
billion will directly
benefit job providers.

The proposed five-year
income tax cut is larger
than any one of the 24

Workers and Jab Providers Gain $11.0 Billion
FomEnger's Tax Cuts

Billions
BRRBLEEABE

g

Workers

Job Providers

tax cuts signed into law throughout the 1990’s. When fully phased-in, the tax cut
will save Michigan taxpayers $1 billion per year.

Governor Engler's Tax Cuts
Annual Taxpayer Savings
Fiscal Years 1999 - 2004
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Implementing
the tax cut
over 5 years is
a fiscally
responsible
approach to
reducing taxes.
The phase-in
minimizes the
programmatic
impact on the
state’s budget
in any one
fiscal year and
thereby
prevents
disruption of
critical state
services.
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REVENUE GROWTH CONTINUES

As provided by law, the consensus revenue estimating process was used to
develop the revenue base. In January, the conferees who include the State
Treasurer and the directors of the House and Senate Fiscal Agencies—jointly
determined the revenue projections that serve as the revenue base for this budget
recommendation. They will reconvene in May to reevaluate our state revenues
and growth rates.

The conferees projected baseline growth from fiscal year 1999 to fiscal year 2000 at
2.7 percent. This growth is a reflection of Michigan’s strong economy and far
exceeds the projected inflation rate of 2.0 percent.

Last month’s consensus conference estimates indicate that fiscal year 1999 general
fund revenues are now $120 million higher than enacted expenditures. As part of
our proposal today, the Administration is recommending supplemental
appropriations for fiscal year 1999 of approximately $90 million general fund to
support critical program needs.

School Aid fund revenues are estimated at $9.3 billion, or 2.8 percent over the
current fiscal year. This $9.3 billion projection is consistent with the fiscal year
2000 School Aid budget already enacted into law.

The fiscal year 2000

general fund revenues Estimated General and Special Revenues

are estimated at $916 For Fiscal Year 2000
billion, or $352 million

more than current year
enacted appropriations. Federal Aid
However, the Executive 26.7%
Budget recommendation

adjusts the fiscal year

2000 revenue estimates to

Income Tax
20.6%

Single
Business

reflect the impact of the Tax
. . Non-Tax 7.5%

proposed reduction in Income :

the income tax rate which & Transfers

IS now under active 8.3%

consideration by the Sales & Use

. . Other T
legislature. This tax cut, eraxes 22.0%

) . 14.8%
if enacted, will reduce

revenues in fiscal year
2000 by $126 million.

In addition, the Administration is recommending a repeal of the Tuition Tax
Credit in order to directly increase funding to universities and community
colleges through new Tuition Restraint Incentive Grants. Repeal of the Tuition
Tax Credit, if adopted by this legislature, will increase available revenues by $34
million.

Fiscal Year 2000 Executive Budget
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The net impact of all of these adjustments is that fiscal year 2000 general fund
revenues will be $261 million more than the current year’s enacted
appropriation. Please refer to the following table for a further explanation.

General Fund Revenue Growth
(Amounts in Millions)

FY 2000 Consensus Revenue Estimate $9,163.8
Proposed Reduction in Income Tax Rate (126.0)

Repeal of Tuition Tax Credit 34.0
Available Revenues $ 9,071.8
FY 1999 Enacted Appropriations $ (8,810.6)

FY 2000 Available Revenue Increase $ 261.2

Percent Increase over FY 1999 2.96%

HIGHLIGHTS OF GOVERNOR ENGLER’S FISCAL YEAR 2000 BUDGET
The recommended budget supports the Governor’s top priorities of continued
tax relief and innovative new measures in the areas of education, job training,
and welfare reform. The budget includes new funding for the Michigan Merit
Award, an overall 4 percent increase for universities and community colleges,
operational costs for 4,712 new prison beds, day care spending of $581 million, a
3.4 percent increase in funding
for revenue sharing, $6 million
for Project GREEEN, and
Public Protection inflationary increases for health
68% related programs.

FY2000 Total Recommended Expenditures

Resource
Management
2.1%

Transportation
8.3%

Family Jobs &
Independence Opportunity
Agency 3.1%
10.3%

The total budget is $34 billion.
General fund expenditures are
recommended at $9.1 billion, a
2.96 percent increase from the
current year. The fiscal year
Boaon 2000 School Aid budget has

already been enacted into law,

however, the Governor is

recommending supplemental
General bills for fiscal years 1999 and
Government 2000 that recognize increased
pupil counts and lower local
revenue estimates.

Community
Health
23.1%

Capital Outlay
1.2%
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EDUCATION REMAINS HIGHEST

PRIORITY

Believing the key to Michigan’s success is  “so much is riding on our schools,

the quality of our schools, the Governor that each day I ask myself and those
continues to maintain education as his top  around me — what more can we do to
priority. The achievements during his make our schools the best they can
administration have been numerous: be’?”

funding increases for public education Governor John Engler

which far exceed inflation, reduced 1999 State of the State

funding inequities in per-pupil spending
among K-12 school districts, more school
choices for parents, and better test scores.
The fiscal year 2000 budget builds upon
these successes.

School Aid

Governor Engler’s top budget priority has consistently been the education of
Michigan’s 1.7 million students. Total spending for these students will exceed $13
billion by fiscal year 2000. Fiscal year 2000 will mark the third consecutive year
the state spends more on K-12 education than the entire general fund budget.

o Last fall, the fiscal year 2000 School Aid budget was
“By dedicating more signed into law. The bill included a $344 million or
;?:tr;,znbedgg'gftzf the 3.5 percgnt incrgase in the-foundatio.n allowa-nce, $58
education, Engler has mllllon in addltlopa_l special educgtlon funding, an
put the state’s priorities  increase of $9.1 million for the at-risk program, and an
where they should be, additional $5 million for the school readiness
on children....” program.

Michigan Chronicle,

September 16, 1998 The Governor’s 2000 budget recommendation
includes supplemental funding requests for the fiscal
year 1999 and 2000 school aid budgets. The revised
recommendations include an increase of $64 million

for pupil foundation allowance payments in fiscal year 1999 and another increase
of $114 million in fiscal year 2000. The supplementals are necessary to cover
significant increases in estimated pupil counts and revised estimates of available

local revenue.

This additional funding will support the basic foundation allowance at the levels
specified in the School Aid budget. No district will receive foundation
allowances of less than $5,170 per pupil in fiscal year 1999 or $5,550 in fiscal year
2000. These foundation allowances continue the school finance reform efforts of
1994, by reducing the funding disparity among school districts.

Fiscal Year 2000 Executive Budget
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Prior to Proposal A, inequities in school
funding ranged from $3,398 per pupil in the
“Engler has had a greater and Ihoiwr(]est spendipg di-strif:ts to $1'O,294 in the
positive impact on the structure ghest spending district. In flscal_year_ZOQO,
and direction of (our) government the gap between the lowest spending districts
than anyone in his position ever and the benchmark basic foundation allowance

has had, or ever is to likely to have.  has been reduced to $102 per pupil.
The book has been rewritten.

Problems that frustrated the state - As we enter the 21st century, we face many
- such as the school funding mess - educational challenges. By fiscal year 2001, the
finally were resolved.” gap between the minimum and basic
Oakland Press  foyndation allowance should be completely

October 19, 1998 ¢|osed, thereby challenging us to find new
ways to improve equity in school funding. We
should also examine the financial needs of
faster growing school districts.

The most important challenge is improved quality of education. The Governor
continues to believe competition improves quality and parents deserve
additional choices when it comes to their children’s education. To that end, the
Governor is requesting the elimination of the cap on the number of charter
schools and an expansion of schools of choice.

Michigan Merit Award

Furthering his commitment to prepare students for the jobs of the 21st century,
Governor Engler is proposing the establishment of the Michigan Merit Award.
The award is a merit-based scholarship program, effective with the high school
graduating class of 2000. High school students that pass the reading, writing,
math, and science components of the MEAP high school test would receive a
$2,500 scholarship that can be dedicated to college or technical training at a
Michigan school

of their choice.
Governor's Michigan Merit Award Links

) MEAP Scores to College Scholarships
There is also a

i O Level 1 (Endorsed, Exceeded Michigan Standards)
middle school ELeve: 2 EEngorseg, Met Michigar?)Standards)
Level 3 (Endorsed at Basic Leve
Component' M Level 4 (Unendorsed )

=
o
)

Beginning with
the 1999-2000
school year, a
$500 allocation
will be set aside
for each middle
school student
who achieves a
proficient score ' Reading Wiing et e
on each of the

80
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four MEAP test components. Therefore, beginning with the class of 2004, a
student who has received both a proficient score on the middle school MEAP test
and passed the high school test would qualify for a scholarship totaling $3,000.

The Michigan Merit Award will be supported by the proceeds from the settlement
of a lawsuit between the states and the tobacco industry. The Attorney General
has already secured a final jJudgment in the Michigan case and Michigan’s 1998
payment of $104 million has been deposited into an escrow account.

Once 80 percent of the participating states have also achieved final judgement in
their state court, Michigan’s $104 million will be released. While it could occur
sooner, the release of funds is expected in the middle of calendar year 2000. At
that time, Michigan’s first annual payment of $289 million should also become
available. Thereafter, Michigan would receive annual payments ranging from
$320 to $400 million.

Unfortunately, the federal Department of
Health and Human Services has made it

clear to the states that it intends to seize a “The Michigan Merit Award Trust
portion of the tobacco settlement as Fund will be endowed by money
repayment for their share of Medicaid costs. from the recent tobacco settlement.
In Michigan’s case, that could reduce our That is why every member of

total settlement up to 55 percent. For five Congress from Michigan must stand

up for our children and fight those
who would try to take our money.”

Governor Engler,
1999 State of State Address

years, over 40 states litigated suits against
the tobacco industry without federal
assistance. Now that the states have won
their cases, it is simply unjustifiable for the
federal government to demand a share of
our settlement revenue. Governor Engler,
the Michigan Legislature, Senator Abraham,
and the National Governors’ Association
have already called upon Congress to enact legislation which will protect state
settlement funds from confiscation by the federal bureaucracy.

Governor Engler will soon sign an executive order establishing the Michigan
Merit Award Commission as a temporary two-year agency within the Department
of Treasury. At the same time, the Governor will forward proposed legislation
that establishes the Commission in statute. The executive order and the
legislation would also establish the Michigan Merit Award Trust Fund. Unspent
award proceeds would remain in the fund and be used to endow the Merit
Awards. The statute would also identify other appropriate uses of the settlement
funds.

Fiscal Year 2000 Executive Budget
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Funding a World-Class Higher Education System
Continuing Governor Engler’s commitment to public education, the FY 2000
budget provides an overall $58 million or 4 percent increase for Michigan’s
public universities. The first $21.6 million, or 1.5 percent, will be distributed
in an across-the-board allocation. An additional 1 percent, or $14.5 million,
will be distributed to those universities whose current state funding is below
other universities offering similar programs and degrees. The maximum
increase a university could receive from this funding floor adjustment is 5
percent.

Higher Education Funding Up 23 Percent

25%

20% A

15% A

10% A

5% A

0% -

Nearly Double Inflation The remaining $22 million or 1.5 percent

increase is contingent upon the repeal of
the existing tuition tax credit. The $22

million will be distributed across-the-
board to each university that restrains
undergraduate resident tuition growth at
or below 3 percent for the 1999-2000 school
year.

The timing is optimal to repeal this tax

8 Higher Education Spending @ Inflation

credit. First, it is unlikely that any

university would be able to qualify for the
upcoming school year because of the

Change from FY1995 to FY2000 remarkably low inflation rate. Secondly,

the establishment of the Michigan Merit
Award will contribute greatly towards making college more affordable for
everyone. Finally, the tuition tax credit has had only limited success in
restraining tuition increases.

The fiscal year 2000 Executive Budget also recommends a 4 percent increase
for Michigan’s 28 community colleges. The distribution of the first 2.5 percent,
or $7 million, is evenly split between the Gast/Mathieu funding formula and
an across-the-board allocation. The remaining 1.5 percent, or $4 million, is
subject to the same terms and conditions as the university tuition restraint
incentive grants.

In addition to this 4 percent increase, community colleges have received
financial assistance for technical training centers. Eight of the community
colleges were recently awarded $30 million in Michigan Strategic Fund grants
to establish technical training centers. In the fiscal year 1999 capital outlay bill,
Mott Community College received authorization to proceed with a similar
proposal. And finally, the Governor is proposing a $5 million fiscal year 1999
supplemental appropriation to fund one or more of the unfunded Michigan
Strategic Fund technical training center proposals. By fiscal year 2004, these
centers will be at full capacity, and training 40,000 new high skill, high demand
workers.

FIrRsT IN THE 21sT



STRENGTHENING MICHIGAN FAMILIES
The benefits of welfare reform in Michigan continue to grow, and the fiscal year
2000 budget recognizes this success.

Since the Governor
first began his
welfare reform
initiative— “To

Welfare Cases Fall To
Lowest Level Since FY 1970

Strengthen 250,000

Michigan’s P2L70/o (J SNRN ¥ N § SR T R
Families” in 1992, Py m——r— N R B NN R RUH NN
cash assistance sooo b MU AR,

caseloads have
declined to the
lowest levels in
almost 30 years. In
fiscal year 2000,
there will be fewer
than 78,000 families
receiving cash
assistance. Of those able to work, over 50 percent will be augmenting their state
grant with earnings from employment. The budget recommendation provides
$323 million for cash assistance to low-income families, $950 million less than the
amount spent in fiscal year 1990.

150,000 g H-B- 00000000 OO

Caseload
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75,000 - B-0- 000000

50,000 -
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Project Zero is Michigan’s highly successful initiative designed to insure that 100
percent of the families with an able-bodied adult in the household are employed.
Now in its third year of operation, the Project Zero sites continue to lead the state
in the number of individuals receiving assistance who are also working and
earning income. In fact, eight Project Zero sites have reached their goal of 100
percent employment or zero cases without earnings. The fiscal year 2000
recommendation provides an additional $3 million to expand the number of
Project Zero sites.

Services to Support Independence
In order to help families succeed in the job market, the fiscal year 2000
recommendation increases funding to support the transition to independence.

- Families who work their way off welfare continue to be eligible for medical
coverage through the Medicaid program for 12 months after their cash
grant ends. After that, they can buy Medicaid for a low monthly cost of
$50. In addition, children in other low-income families may qualify for
Medicaid or coverage through the MIChild program. The fiscal year 2000
budget continues funding for these important medical services.

Fiscal Year 2000 Executive Budget
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. The fiscal year 2000 budget recommends funding for the day care
program of $581 million —over half a billion dollars—more day care
funding than has ever been provided in the state’s history! This
unprecedented funding level represents a nine-fold increase since 1990.

Day Care Spending Sky Rockets Even more impressive is
the increase in the number

of families and children
$700 served. In October 1998,
$600 almost 108,000 children in
over 58,000 families

é $400 A received day care
E $300 - assistance—and that
o $200 1 number is expected to
$100 A l row to 150,000 children
$O ‘_- T . T . T T T T g

in fiscal year 2000.
1990 1992 1994 1996 1998 1999 2000

- The fiscal year 2000 budget also provides $101 million for the Work First
program, which helps cash recipients find jobs, and provides training
assistance to help them obtain better and higher paying jobs.

In addition, $15 million is earmarked in the Career Development budget
to provide job-seeking assistance to unemployed non-custodial parents
whose children are receiving assistance. By helping the absent parent
obtain employment, they, rather than the taxpayers, can financially
support their children.

SERVICES TO PROTECT MICHIGAN'’S CHILDREN

The fiscal year 2000 budget contains a number of new initiatives to protect
Michigan’s children. In combination, these initiatives help insure that each
and every child in Michigan has a chance to live in a healthy, nurturing
environment.

In-Home Services

The Family Independence Agency budget includes $70 million for community-
based services to prevent child abuse and neglect. Over $28 million is
allocated to local multi-purpose collaborative bodies to develop and

implement supportive services designed to meet the needs of at-risk families
in each local community.

In addition, the fiscal year 2000 budget adds $3 million to increase

reimbursements to counties for services designed to keep children out of
residential placementand in their homes.

FIrRsT IN THE 21sT



This budget also recognizes a major federal child welfare waiver recently granted
to Michigan. By providing funding in a single capitated payment, pilot sites can
provide whatever services a child may need to live safely at home or, if that is not
possible, to achieve some other safe and permanent placement. Six counties over
the next 5 years will test this important new service delivery mechanism.

Adoption Services

Thanks to the hard work of former Lt. Governor Connie Binsfeld, her Children’s
Commission, and the legislature, Michigan has passed a series of landmark bills
designed to shorten the time between a child’s entry into the foster care system
and his/her return home or placement with an adoptive family. Successful
placement of children into permanent adoptive homes has dramatically increased
throughout the 1990’s—from just over 1,200 adoptive placements in 1990 to over
2,200 in 1998.

The fiscal year 2000 budget provides almost $14 million in additional funding for
the adoption subsidy program, bringing total subsidy funding to $137 million—a
three-fold increase since 1990. In addition, the Family Independence Agency
budget also includes a $1 million increase to provide supportive services to
families after they adopt a child.

Delinquency Services

Fiscal year 2000 marks the first year of a major redesign of the delinquency
services system in Michigan. Based on innovative legislation passed in late 1998,
a county can assume sole financial and programmatic responsibility for all
delinquents within its borders, rather than sharing responsibility with the state as
has been the case for over 75 years. Wayne County has accepted this bold
challenge!

The fiscal year 2000 budget recommendation caps the state’s financial obligations
for delinquency services in Wayne County at 1998 levels and creates a Wayne
County Block Grant of $64.5 million. Wayne County will design its own
programs and spend block grant money in ways that it believes will best meet the
delinquency prevention and treatment needs of juveniles in Wayne County. Their
goal is to intervene with youngsters before they become hard-core delinquents, to
reduce reliance on costly out-of-home institutional treatment for delinquents and,
ultimately, to reduce crime.

SERVING THE ELDERLY AND DISABLED

In 1990, there were more than 1 million Michigan citizens age 65 and older. By the
year 2020, the United States Bureau of the Census predicts that this age group will
increase to nearly 1.7 million—representing over 17 percent of our population. By
the year 2040, one in every five people will be 65 years of age or older. As we
enter the 21st century, it is important that Michigan plan for the needs of these
elderly citizens. The fiscal year 2000 budget contains several initiatives to
improve the quality of life for elderly and disabled citizens.

OVERVIEW
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Cumulative Percent Increase

Community-Based Services
In an effort to allow individuals to remain in their own homes, the Governor’s
budget increases funding for the Adult Home Help program by over $22 million,
bringing total program funding to $160 million. The Home Help program
enables disabled and elderly individuals to live independently by financing in-
home assistance for daily living activities such as meal preparation, bathing,
feeding and hygiene activities. Through this program, each month over 39,000
individuals select and supervise
Nursing Home Costs Outpace their own personal care provider.

Other Medicaid Costs
Nursing Home Services

For those individuals who are
125% unable to remain in their own
homes, the fiscal year 2000 budget
contains over $900 million to
reimburse nursing homes for
services provided to the elderly
and disabled. In addition, the
Governor’s budget recommends

100%

75%

50%

25%

0%

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 several initiatives to improve care
—&—Long Term Care —A Medicaid‘ in nursing homes.
- $10 million is added to the Consumer and Industry Services budget for a new

Nursing Home Quality Incentive Grant program to reward those institutions
that provide high quality care.

- $3.8 million will be used to increase the personal needs allowance for nursing
home residents from $30 per month to $40 per month. The personal needs
allowance covers clothing, hobbies, haircuts, manicures and other items and
activities that are fundamental to the happiness andcomfort of residents.

- Over $13 million is earmarked for a 2 percent increase in the reimbursement
rate for nursing homes to keep pace with inflation.

Plans For The Future

The 1999 budaget bill calls for the development of a long-term care plan through a
collaborative process between the Department of Community Health and the
legislature, with public hearings to obtain citizen comment. Elements include:

- A budget-neutral expansion of home and community-based services as
alternatives to nursing homes.

- Payment methods that assist persons to remain in home-like settings at a
reasonable cost.

- Flexible financing and service delivery.

While no fiscal adjustments related to this plan are included in the fiscal year
2000 recommendation, it is anticipated that the work group will propose a plan
that maintains cost-effective, high quality service to the elderly and disabled.

OVERVIEW
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MEDICAID

Michigan’s Medicaid program
provides medical insurance to
over 1.1 million low-income
citizens in the state. The fiscal 13% 4
year 2000 budget recommends
over $5.16 billion in funding for
the Medicaid program, consisting
of $3.94 billion for medical 4% -+
services and $1.22 billion for 1% 4
mental health services.

Medicaid Growth Under Control

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

10%

7% +

2% L

Since the mid-1990’s, Michigan

has controlled Medicaid costs largely through the development and use of
capitated, fixed-price managed care systems. It is estimated that implementation of
the competitively bid capitated health plan rates in fiscal year 1997 reduces
Medicaid costs by $120 million annually. However, to ensure continued access to
high quality medical services for all Medicaid recipients, the Executive Budget
recommends over $92 million to fund discretionary rate increases for health
management organizations (HMQO’s) and other providers. The budget also
includes an additional $159 million to adjust for changes in caseload, utilization
patterns and non-discretionary inflation, and $13.3 million to expand the Children’s
Model Waiver program, which serves severely disabled children in their homes.

PUBLIC HEALTH PREVENTIVE PROGRAMS

The Governor is clearly committed to prevention of health problems attributable to
smoking, as reflected in his support for one of the highest tobacco tax rates in the
nation and dedication of a portion of these revenues to the Healthy Michigan Fund.

Approximately one-fourth of the state budget is spent on health care programs,
including over $170 million supporting prevention-related programs such as
smoking prevention, AIDS prevention, and pregnancy prevention. In addition, the
$5 billion Medicaid budget includes a significant amount of prevention spending.

PUBLIC SAFETY BOLSTERED - CRIME CONTINUES TO DROP
Public safety and punishment of

those who break the law is a Serious Crime Lowest
fundamental responsibility of state in Nearly 30 Years
government. Recognizing its 650

importance, Governor Engler
supported legislation that provided
law enforcement, prosecutors and
judges the tools they need to wage an
effective war on crime. As a result,
crime in Michigan has declined for
the sixth consecutive year, the lowest

level in nearly 30 years. 400 1970 1975 1980 1985 1990 1995 1997
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Governor Engler offers no apologies for locking up violent and dangerous
offenders. The fiscal year 2000 budget reflects the fiscal impact of these tougher
sentences and longer prison stays.

Department of Corrections

The Governor’s recommendation for the Department of Corrections totals $1.57
billion, reflecting an 8.6 percent increase from fiscal year 1999. In 1998, the
legislature supported $198 million in capital outlay spending for the
construction of 5,420 additional prison beds.

The recommended budget includes an additional $67 million to support the
operational costs for many of these new prison beds as they are brought on line
over the course of the fiscal year. The budget also includes an additional $17.7
million for the operational costs of the 753 beds scheduled to be reopened,
pursuant to the federal consent decree (Hadix v Johnson) at the State Prison of
Southern Michigan.

The 480-bed maximum security Youth Correctional Facility is scheduled to
open in July of 1999. Full-year operational costs for this facility total $10.2
million for fiscal year 2000, funded entirely by the federal Violent Offender
Incarceration and Truth-in-Sentencing grant. This prison is the first privately-
constructed and operated correctional facility in Michigan.

Department of State Police

The Department of State Police provides law enforcement leadership to
preserve, protect, and defend people and property throughout the state. Since
1991, the number of crimes reported in the state has dropped by 255,735 — or 20
percent. Without a doubt, a significant contributing factor in the crime rate
decline has been the Governor’s continued commitment to enhancing public
protection services.

The fiscal year budget for the Department of State Police totals $363 million,
$267 million general fund. The recommended budget includes funding for a
new trooper school, continuation funding for the new state-of-the-art radio
communication system, additional funding for 12 new detectives, and full-year
funding for casino gaming security. In addition, construction is underway for a
high-tech forensic science laboratory with completion expected in June 2000.

The fiscal year 2000 budget continues the Governor’s support of enhanced
trooper strength dedicated to patrolling Michigan’s roads. The Department of
State Police will conduct the 119th recruit school in fiscal year 2000. With this
new recruit school, over 12 recruit schools will have trained more than 1,030
troopers since Governor Engler took office. Currently, over 40 percent of all
enlisted personnel have been hired since 1991.

FIrRsT IN THE 21sT



FIXING MICHIGAN'S ROADS

With the Governor’s Build Michigan Il plan and the federal transportation funding
package firmly in place, Michigan will begin the 21st century with its most

aggressive program yet for strengthening the state’s transportation infrastructure.

Michigan’s successful efforts to secure additional state and federal road funding
will allow the Department of Transportation to continue to repair, maintain, and
rebuild our roads and bridges at a record pace in fiscal year 2000.

Governor Engler Improves More M iles of The Governor’s fiscal year 2000
Roads Than at Any Time in State History budget recommendation totals
1625 $2.8 billion. Highlights of the

Miles budget include a $1.25 billion
program for state trunkline road
repair and maintenance
including $185 million to
continue the six-year program to
address critical safety and
preservation needs for the state’s
bridges, and funding for long
awaited construction projects
located across the state.

Road
Improvements

1991 1999

The Governor recently unveiled a five-year plan of proposed highway capital
investment. This five-year list of highway and bridge projects will focus state
investment—providing the most efficient use of additional federal and state
resources. The plan includes a record $6.3 billion to repair and rebuild 7,000
miles of state highways and to rehabilitate 1,400 bridges across the state from
1999-2003.

In addition, the department has prepared a comprehensive border crossing
strategy focused on reducing delays at Michigan’s borders through technology
and infrastructure improvements. The five-year plan includes over $425 million
in strategic investment for these efforts. Michigan is actively seeking its share of
TEA-21 federal dollars to fund these border crossing improvements.

Further, the fiscal year 2000 budget recommendation provides over $1.1 billion
in support of local road and bridge projects. This $1.1 billion represents a
substantial investment in local roads and bridges and includes $897 million
distributed to local governments according to the statutory formula contained in
Public Act 51. Local units of government have benefitted from a $237 million, or
36 percent increase in statutory payments since 1997 through the formula
distribution.

Fiscal Year 2000 Executive Budget
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BOOSTING MICHIGAN’S AGRICULTURAL INDUSTRY

The number one priority of the Department of Agriculture has and will continue
to be food safety. The department’s commitment is demonstrated through its
partnerships with universities and industry to protect the safety and health of
our citizens.

The Executive Budget recommends increasing the funding for Project GREEEN
(Generating Research and Extension to meet Economic and Environmental
Needs) to $6 million, a $2 million increase from the current year. This project is
a joint initiative of Michigan State University, the Department of Agriculture,
and the agriculture industry. The goal is to boost the state’s economy by
providing innovative solutions to emerging issues in plant agriculture through
an integrated pollution prevention and food safety initiative.

In response to the bovine tuberculosis outbreak in the northeastern part of the
lower peninsula, the Governor is recommending a $9.6 million fiscal year 1999
supplemental appropriation. The funds will be used to continue the
surveillance program in the affected five-county area, as well as for
indemnification payments to livestock owners for the destruction of their animal
herds pursuant to the provisions of the state’s animal industry act.

REVENUE SHARING AND OTHER LOCAL SPENDING

In January, Governor Engler signed into law a new Revenue Sharing Act. The
new law establishes a more equitable distribution formula for local units of
government.

Local Spending Above Inflation
State Spending Below Inflation
FY1991 to FY2000

The new formula eliminates
incentives for local
government taxation and 600

equalizes disparities in
revenue raising capabilities.
The new formula also

50.0%

40.0%

recognizes the variety of N

services provided by local 201

governments of different 0%

sizes and types. Revenue 156, | |

Sharing distributions are Inflaion Revenue Sharing State Agency GFIGP~ Local Road Spending

recommended at $1.43
billion, a $47 million, or 3.4
percent increase from the current year.

Once again, the Governor’s fiscal year 2000 budget far exceeds the state’s
constitutional funding obligations for local units of government. Aggregate
payments to local units of government are estimated to reach $14.5 billion in
fiscal year 2000, fully $2.9 billion above the amount required in the Michigan
constitution.

FIrRsT IN THE 21sT



Throughout the budget, large State Spending to Local Governments
payments can be found to local Exceeds 60% of State Resources
units of government such as

funding for education,

transportation, revenue sharing,

and health. State spending to

local units of governments Paymeristo
represents an impressive 61

percent of total state resources.

State Spending
from
State Sources

Conclusion

The preceding is a summary of the major highlights of Governor Engler’s fiscal
year 2000 Executive budget. Additional detail is provided in subsequent sections
of this narrative. In the months ahead, state agencies will work with legislative
committees to review these recommendations and to enact a budget for the state.

States around the country have wrestled with the same public policy issues as
Michigan, but few have had the success we have had in crafting strong annual
fiscal plans that provide resources for critical programs, while dramatically
reducing overall tax burdens. The combined work of the Governor, the Michigan
Legislature, and state agencies during the 1990s is a model for the nation of strong
and effective fiscal management. This budget offers the opportunity to build on
this great record.

Fiscal Year 2000 Executive Budget
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Recommendation Summary

Genera Fund/General Purpose
Net of Program Transfers

FY 2000 Change
Department FY99 Executive FY 99 to FY 2000
Appropriations Recommendation Amount | Percent
Agriculture $39,000,000 $40,883,900 $1,883,900 4.83%
Attorney General 30,754,400 32,078,800 1,324,400 4.31%
Capital Outlay 247,961,900 277,311,131 29,349,231 11.84%
Civil Rights 12,504,800 12,989,300 484,500 3.87%
Civil Service 12,784,700 10,797,200 (1,987,500) -15.55%
Community Health 2,541,252,600 2,549,245,000 7,992,400 0.31%
Consumer and Industry Services 71,500,000 77,357,500 5,857,500 8.19%
Corrections 1,368,557,100 1,486,579,000 118,021,900 8.62%
Education 44,393,800 37,867,000 (6,526,800) -14.70%
Environmental Quality 92,501,300 96,096,400 3,595,100 3.89%
Executive Office 5,100,400 5,425,100 324,700 6.37%
Family Independence Agency 1,042,300,000 1,058,784,500 16,484,500 1.58%
Higher Education:;
Community Colleges 282,000,000 292,962,019 10,962,019 3.89%
Universities/Grants & Fin. Aid 1,600,500,000 1,663,429,208 62,929,208 3.93%
Judiciary 151,343,500 160,491,200 9,147,700 6.04%
Legidature 91,395,200 99,944,700 8,549,500 9.35%
Legidative Auditor General 11,983,400 12,501,000 517,600 4.32%
Library of Michigan 32,977,400 33,918,500 941,100 2.85%
Management and Budget 44,680,000 44,809,200 129,200 0.29%
Michigan Jobs Commission 108,519,800 80,052,100 (28,467,700) -26.23%
Career Development 15,144,900
Michigan Strategic Fund Agency 64,907,200
Military and Veterans Affairs 36,524,000 37,252,200 728,200 1.99%
Natural Resources 49,650,000 50,995,000 1,345,000 2.71%
School Aid 420,613,500 420,613,500 0 0.00%
State 62,482,000 58,630,100 (3,851,900) -6.16%
State Police 258,373,000 267,386,600 9,013,600 3.49%
Transportation 0 0 0 0.00%
Treasury 57,501,900 69,798,400 12,296,500 21.38%
Debt Service 93,417,500 93,417,500 0 0.00%
TOTAL $8,810,572,200 $9,071,616,058 $261,043,858 2.96%



Recommendation Summary
Federal Funds
Net of Program Transfers

FY 2000 Change
Department FY99 Executive FY 99 to FY 2000
Appropriations Recommendation Amount | Percent
Agriculture $5,113,600 $5,379,900 $266,300 5.21%
Attorney General 6,242,100 6,401,700 159,600 2.56%
Capital Outlay 75,209,000 78,599,550 3,390,550 4.51%
Civil Rights 1,600,000 1,634,000 34,000 2.13%
Civil Service 1,279,100 4,779,100 3,500,000 273.63%
Community Health 3,682,772,100 4,063,811,400 381,039,300 10.35%
Consumer and Industry Services 203,933,500 217,890,000 13,956,500 6.84%
Corrections 19,828,800 24,686,400 4,857,600 24.50%
Education 803,836,400 910,165,900 106,329,500 13.23%
Environmental Quality 127,020,800 126,831,500 (189,300) -0.15%
Executive Office 0 0 0 0.00%
Family Independence Agency 1,704,477,600 2,299,925,200 595,447,600 34.93%
Higher Education:;
Community Colleges 0 0 0 0.00%
Universities/Grants & Fin. Aid 3,600,000 3,600,000 0 0.00%
Judiciary 2,870,500 3,124,600 254,100 8.85%
Legidature 0 0 0 0.00%
Legidative Auditor General 0 0 0 0.00%
Library of Michigan 4,109,800 4,109,800 0 0.00%
Management and Budget 590,700 536,400 (54,300) -9.19%
Michigan Jobs Commission 436,587,600 453,526,500 16,938,900 3.88%
Career Development 400,323,300
Michigan Strategic Fund Agency 53,203,200
Military and Veterans Affairs 27,970,100 31,637,400 3,667,300 13.11%
Natural Resources 19,330,600 22,768,200 3,437,600 17.78%
School Aid 120,000,000 120,000,000 0 0.00%
State 959,600 3,112,100 2,152,500 224.31%
State Police 30,039,400 29,981,400 (58,000) -0.19%
Transportation 831,817,800 831,671,000 (146,800) -0.02%
Treasury 39,076,100 39,800,000 723,900 1.85%
Debt Service 0 0 0 0.00%
TOTAL $8,148,265,200 $9,283,972,050 $1,135,706,850 13.94%



Recommendation Summary

Other State, Private and Loca Funds
Net of Program Transfers

FY 2000 Change
Department FY99 Executive FY 99 to FY 2000
Appropriations Recommendation Amount | Percent
Agriculture $34,192,800 $31,491,400 (%2,701,400) -7.90%
Attorney General 7,509,200 7,965,000 455,800 6.07%
Capital Outlay 76,827,100 54,611,700 (22,215,400) -28.92%
Civil Rights 0 0 0 0.00%
Civil Service 11,218,100 10,709,200 (508,900) -4.54%
Community Health 1,189,801,500 1,184,561,100 (5,240,400) -0.44%
Consumer and Industry Services 187,455,500 194,265,100 6,809,600 3.63%
Corrections 46,949,800 48,760,700 1,810,900 3.86%
Education 20,323,500 34,126,300 13,802,800 67.92%
Environmental Quality 174,144,700 156,839,400 (17,305,300) -9.94%
Executive Office 0 0 0 0.00%
Family Independence Agency 168,160,800 149,959,800 (18,201,000) -10.82%
Higher Education:;
Community Colleges 0 0 0 0.00%
Universities/Grants & Fin. Aid 0 5,250,000 5,250,000 0.00%
Judiciary 59,223,000 60,220,800 997,800 1.68%
Legidature 1,441,800 1,441,800 0 0.00%
Legidative Auditor General 293,800 293,800 0 0.00%
Library of Michigan 161,900 161,900 0 0.00%
Management and Budget 37,253,700 39,579,000 2,325,300 6.24%
Michigan Jobs Commission 18,779,000 32,101,900 13,322,900 70.95%
Career Development 18,395,200
Michigan Strategic Fund Agency 13,706,700
Military and Veterans Affairs 21,316,600 22,784,100 1,467,500 6.88%
Natural Resources 151,972,300 161,170,000 9,197,700 6.05%
School Aid 9,074,461,900 9,514,489,000 440,027,100 4.85%
State 60,111,700 61,483,300 1,371,600 2.28%
State Police 44,782,300 45,362,000 579,700 1.29%
Transportation 1,918,619,300 1,968,600,400 49,981,100 2.61%
Treasury 1,552,340,000 1,616,689,100 64,349,100 4.15%
Debt Service 700,000 700,000 0 0.00%
TOTAL $14,858,040,300 $15,403,616,800 $545,576,500 3.67%



Recommendation Summary

All Funds
Net of Program Transfers

FY 2000** Change
Department FY 99* Executive FY 99 to FY 2000
Appropriations Recommendation Amount | Percent
Agriculture $79,150,700 $86,327,100 $7,176,400 9.07%
Attorney General 52,683,500 55,132,300 2,448,800 4.65%
Capital Outlay 404,498,000 416,022,381 11,524,381 2.85%
Civil Rights 14,104,800 14,623,300 518,500 3.68%
Civil Service 27,415,600 28,585,500 1,169,900 4.27%
Community Health 7,483,537,800 7,868,269,400 384,731,600 5.14%
Consumer and Industry Services 467,564,300 493,533,500 25,969,200 5.55%
Corrections 1,441,935,000 1,566,641,700 124,706,700 8.65%
Education 869,926,700 983,215,900 113,289,200 13.02%
Environmental Quality 400,787,900 396,546,000 (4,241,900) -1.06%
Executive Office 5,100,400 5,425,100 324,700 6.37%
Family Independence Agency 2,915,088,400 3,508,819,500 593,731,100 20.37%
Higher Education:
Community Colleges 282,000,000 292,962,019 10,962,019 3.89%
Universities/Grants & Fin. Aid 1,604,100,000 1,672,279,208 68,179,208 4.25%
Judiciary 215,432,400 226,140,800 10,708,400 4.97%
Legidature 92,837,000 101,386,500 8,549,500 9.21%
Legidative Auditor General 13,804,300 14,321,900 517,600 3.75%
Library of Michigan 37,249,100 38,190,200 941,100 2.53%
Management and Budget 133,640,200 137,400,800 3,760,600 2.81%
Michigan Jobs Commission 565,033,400 566,827,500 1,794,100 0.32%
Career Development 434,910,400
Michigan Strategic Fund Agency 131,917,100
Military and Veterans Affairs 85,810,700 91,673,700 5,863,000 6.83%
Natural Resources 228,001,500 239,576,300 11,574,800 5.08%
School Aid 9,615,075,400 10,055,102,500 440,027,100 4.58%
State 170,157,900 180,056,300 9,898,400 5.82%
State Police 351,453,700 363,263,200 11,809,500 3.36%
Transportation 2,779,794,600 2,810,730,900 30,936,300 1.11%
Treasury 1,664,521,700 1,735,098,100 70,576,400 4.24%
Debt Service 94,117,500 94,117,500 0 0.00%
TOTAL $32,094,822,500 $34,042,269,108 $1,947,446,608 6.07%



Fiscal Year 2000
Executive Budget Recommendation

(Amounts in Thousands)

FY99 FY 2000 Executive
Department Current Law Budget Recommendation
Gross GF/GP Gross GF/GP
Agriculture 79,150.7 39,000.0 86,327.1 40,883.9
Attorney General 52,683.5 30,754.4 55,132.3 32,078.8
Capital Outlay 404,498.0 247,961.9 416,022.4 277,311.1
Civil Rights 14,104.8 12,504.8 14,623.3 12,989.3
Civil Service 27,415.6 12,784.7 28,585.5 10,797.2
Community Health 7,483,537.8 2,541,252.6 7,868,269.4 2,549,245.0
Consumer and Industry Services 467,564.3 71,500.0 493,533.5 77,357.5
Corrections 1,441,935.0 1,368,557.1 1,566,641.7 1,486,579.0
Education 869,926.7 44,393.8 983,215.9 37,867.0
Environmental Quality 400,787.9 92,501.3 396,546.0 96,096.4
Executive Office 5,100.4 5,100.4 5,425.1 5,425.1
Family Independence Agency 2,915,088.4 1,042,300.0 3,508,819.5 1,058,784.5
Higher Education:
Community Colleges 282,000.0 282,000.0 292,962.0 292,962.0
Universities/Grants & Fin. Aid 1,604,100.0 1,600,500.0 1,672,279.2 1,663,429.2
Judiciary 2154324 151,343.5 226,140.8 160,491.2
Legislature 92,837.0 91,395.2 101,386.5 99,944.7
Legidative Auditor Genera 13,804.3 11,9834 14,321.9 12,501.0
Library of Michigan 37,249.1 32,9774 38,190.2 33,918.5
Management and Budget 133,640.2 44,680.0 137,400.8 44,809.2
Michigan Jobs Commission 565,033.4 108,519.8 566,827.5 80,052.1
Career Development 434,910.4 15,144.9
Michigan Strategic Fund Agency 131,917.1 64,907.2
Military and Veterans Affairs 85,810.7 36,524.0 91,673.7 37,252.2
Natural Resources 228,001.5 49,650.0 239,576.3 50,995.0
School Aid 9,615,075.4 420,613.5 10,055,102.5 420,613.5
State 170,157.9 62,482.0 180,056.3 58,630.1
State Police 351,453.7 258,373.0 363,263.2 267,386.6
Transportation 2,779,794.6 0.0 2,810,730.9 0.0
Treasury 1,664,521.7 57,501.9 1,735,098.1 69,798.4
Debt Service 94,117.5 93,417.5 94,117.5 93,417.5
TOTAL 32,094,822.5 8,810,572.2 34,042,269.1 9,071,616.1




State Spending from State Sour ces

and Paymentsto L ocal Units of Gover nment

Agriculture
Attorney General
Capita Outlay
Civil Rights

Civil Service
Community Health

Consumer and Industry Services

Corrections

Education

Environmental Quality

Executive Office

Family Independence Agency

Higher Education:
Community Colleges
Universities
Grants and Financial Aid

Judiciary

Legidlature

Legidative Auditor Genera

Library of Michigan

Management and Budget

Michigan Jobs Commission
Career Development
Michigan Strategic Fund

Military and Veterans Affairs

Natural Resources

School Aid

State

State Police

Transportation

Treasury

Totd

State Spending From
State Sour ces

$71,633,400
38,937,000
321,911,231
12,989,300
19,656,400
2,872,787,000
270,830,700
1,534,926,900
65,161,700
251,279,800
5,425,100
1,182,350,000

292,962,019
1,542,847,431
125,831,777
216,561,900
100,986,500
12,794,800
34,005,400
84,388,200

20,065,200
77,957,200
59,661,300
210,466,400
9,935,102,500
119,613,300
309,268,800
1,963,300,400
1,777,657,800

Paymentsto L ocal
Units of Government

$23,531,359,458

$1,400,000
0
25,940,100
0

0
1,068,899,800
33,773,700
78,816,500
27,472,600
6,419,900

0
169,620,300

292,962,019
0

4,566,584
112,984,700
0

0
21,521,000
0

0

31,000,000
61,900
21,309,700
9,929,580,300
69,800
18,041,800
1,092,775,100
1,515,598,900

$14,452,814,703

Percentage of State Spending from State Sources
as Payments to Local Units of Government

61.42%



Department Highlights and
Budget Summaries




State School Aid

(Amounts in thousands)

FUNDING HISTORY *

FY90 FY98 FY99 FY00
GF/GP $749,134.1 $377,935.4 $420,613.5 $420,613.5
All Funds $2,992,824.9 $9,403,340.4  $9,615,075.4 $10,055,102.5
% Change -GF/GP 11.29% 0.0%
% Change - All Funds 2.25% 4.58%
KEY ISSUES GF/GP ALL FUNDS
Foundation Allowance Increase of 3.5%
to $8.3 Billion $0.0 $344,612.5
Special Education Funding Increase to $818.6 Million $0.0 $58,451.4
At-Risk Funding Increase to $269.1 Million $0.0 $9,100.0
School Readiness Program Increase to $60.2 Million $0.0 $5,000.0
ISD Operational Funding Increase by 3.5% to $82.6 Million $0.0 $2,794.8
Michigan Manufacturing Technology Program Implementation $0.0 $1,800.0
Court-Placed Pupils Added Cost Increase to $7.9 Million $0.0 $900.0
Elimination of One-Time Supplemental Payment of $51 Per
Pupil Minimum $0.0 ($96,350.0)
Elimination of One-Time Durant-Related Settlement
Payments to Small Non-Plaintiff Districts $0.0 ($1,700.0)
Elimination of Career Preparation System Planning Funds $0.0 ($350.0)
Elimination of One-Time Small Class Size Study Funding $0.0 ($250.0)
Elimination of One-Time Payments to ISDs for Adjustments
in Taxable Values $0.0 ($62.0)
FY2000 Enacted Budget $420,613.5 $9,939,022.1

Foundation Allowance Increase to $8.4 Billion
Due to Increase in Estimated Pupil Counts and

Lowered Local Revenue Estimates $0.0 $114,614.6
ISD Vocational Education Millage Reimbursement Adjustment  $0.0 $700.0
Renaissance Zone Reimbursement Costs Adjustment $0.0 $415.8
Career Preparation System Technical Assistance $0.0 $350.0

Subtotal $0.0 $116,080.4

*Adjusted for program transfers

FY2000 Executive Recommendation $420,613.5 $10,055,102.5

SCHOOL AID
Fiscal Year 2000 Executive Budget C-1



State School Aid

he key to Michigan’s success is the quality of our schools. Governor Engler’s
top priority has consistently been education and improving Michigan’s
public schools. The Governor’s first budget - and all subsequent budgets - have
protected and increased education spending. Now, as Michigan approaches the
21st century, that commitment to full funding has grown even stronger. Total
funding for schools will exceed $13 billion

School Aid Fund Revenues by fiscal year 2000. State and local
Total Earmarked Resources: $9,303.1 Million Components of total funding will climb to
Sales and Use Tax $12.5 billion, an increase of 57 percent since
$4.908.3 Millon 1990. For the third year in a row, the state

Tobaccoand Liquor
Taxes 4%

$394.7 Million

Lottery Transfer

will spend more state dollars on K-12
education than is spent in the entire general
fund budget. In addition, schools will
receive nearly $1 billion in federal funds
from programs administered by the
Department of Education.

ncome Tax Over $9.3 billion in various state revenues

% 20% are dedicated to the School Aid fund.
$608.0 Million $1,818.3 Million . .
Property Related Examples of dedicated taxes include $4.8
Taxes anpe . [
18% billion in sales and use taxes, $1.8 billion

A variety
of revenue
sources
are
dedicated
to the
School
Aid Fund.

SCHOOL AID
C-2

$1,673.8 Million from income taxes, and $1.3 billion from the

state education property tax. Proceeds from
the state’s lottery, which is fully dedicated to the support of education,
contribute over $600 million annually. The remaining school aid fund revenues
are a combination of other smaller earmarked taxes.

Full State Funding for Fiscal Years 1999 and 2000

The School Aid budget for fiscal year 2000 has already been enacted. Revisions
to the enacted budget are recommended in order to fully fund the state’s
commitment to the K-12 system.

The revised recommendations include an increase of $64 million for per pupil
foundation payments in fiscal year 1999 and an additional increase of $114.6
million in fiscal year 2000. These increases are necessary for two reasons: 1)
significant increases in estimated pupil counts, and 2) lower estimates of local
revenue, which offset the state cost of foundation allowances. This additional
funding will insure that the basic foundation allowance remains at $5,462 in fiscal
year 1999 and $5,652 in fiscal year 2000. No district will receive foundation
allowances of less than $5,170 per pupil in fiscal year 1999 or $5,550 per pupil in
fiscal year 2000.

FIrRsT IN THE 21sT



Other Recommended
Revisions

The fiscal year 2000 budget
recommends the restoration of
$350,000 to allow the
departments of Education and
Career Development to
provide technical assistance to
school districts, local
workforce development
boards, and the Council for
Career Preparation Standards .

Other changes include an
increase of $350,000 to the
one-time fiscal year 1999
supplemental payment of a
minimum $51 per pupil,

Total State and Local Funding Has Outpaced Inflation
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adjustments to Renaissance Zone reimbursement costs, and an increase of
$700,000 to intermediate school district vocational education millage o
reimbursement funding in fiscal years 1999 and 2000. Minimum

State funding provided for support of public schools and Michigan’s 1.7 million of $5,550

pupils will total $9.6 billion in fiscal year 1999 and $9.94 billion in fiscal year 2000.

Increased Funding Equity

Since taking office, the Governor has consistently strived for educational equity

for every
childin

and educational excellence. A cornerstone of his agenda was Proposal A - the Michigan
school finance reform of 1994 - which significantly reduced the funding disparity '

that existed among school
districts. Prior to Proposal A,
inequities in school funding
ranged from $3,398 per pupil in
the lowest spending districts to
$10,294 in the highest spending
district. Since the 1994-95 school
year, the lowest spending
districts have received greater
dollar increases in their
foundation grant than the higher
spending districts. As a result,
every school in Michigan will
be spending a minimum of
$5,550 per pupil in fiscal year

Fiscal Year 2000 Executive Budget

Closing the Funding Gap

Fiscal Year 1995

$5,000

$5,550
$5,652

Fiscal Year 2000

$4,000 $4,500 $5,000 $5,500 $6,000

‘l Basic [ Minimum ‘

SCHOOL AID
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Nearly
50,000
students
are taking
advantage
of new
education
choices.

SCHOOL AID
c-4

2000. The gap between the lowest spending districts and the benchmark basic
foundation allowance will only be $102 per pupil.

More Choice

Governor Engler has been aggressive in creating innovative education choices for
Michigan parents and students. Michigan’s ambitious charter school initiative
and schools of choice programs have opened new opportunities to nearly 50,000
students.

Michigan has one of the most comprehensive charter school laws in the nation to
provide students, parents and teachers the freedom to achieve excellence.
Currently, charter schools may be authorized by universities, community
colleges, intermediate school districts, and local school districts. In fiscal year
1995, the first year of charter school implementation, there were 14 charter
schools serving nearly 1,200 students. In the 1998-99 school year, there are 137
charter schools serving almost 34,000 students.

Schools of choice options allow students to attend any public school within their
intermediate school district. Nearly half of Michigan’s 555 school districts are
offering families a choice. During the 1998-99 school year, over 14,000 students
took advantage of this opportunity.

Public School Choices

O Charter School Pupils 0O Schools of Choice Pupils

60,000
48200
" 50,000
é‘ 40,000 14,400 ||
a 31,600
© 30,000 —
E 20300 10,600
g 20,000 7,800 33,800 ]
Z 10,000 21,000 —
1200 5400 12,500
O — T T T T
1995 1996 1997 1998 1999
Fiscal Years
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Program Outcomes FY97 FY98 FY99 | FYO0O

_GradeGrade _GradeGrade
4/5 7/8 4/5 7/8
Math 60.5 60.5 Math 74.1 51.4| +2% +2%

Improve MEAP scores
by 2 percentage points
in the number of
students attaining
satisfactory scores.

Reading 49.0 40.4 Reading 58.6 48.8] +2% +2%
Science 36.8 17.5 Science 40.4 22.0] +2% +2%
Writing 73.4  77.0 | Writing 64.3 69.0 +2% +2%

_High Schaol _High Schaol
For FY98 and future
years,improve e | L ing 411 | Readng 589 | 2 | 2%
; eadin . eadin . +2% +2%
iiips E;ﬂ; :‘;Tssr']ttzgs; Sci_e_ncsJ 38.5 Sci_e_ncsJ 51.7 2% | +2%
) . Writing 30.3 Writing 56.6 +2% +2%
points in the number of
students meeting or
exceeding Michigan
standards.
Improve the ACT scoreg 21.3 21.3 +0.2 | +0.2
of high school seniors
by an increase of .2 or
more points.
73.1% +2% +2% +2%

Increase the high schoo|
graduation rate by 2
percentage points.

SCHOOL AID
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Universities, Grants and Financial Aid
(Amounts in thousands)

FUNDING HISTORY *

FY90 FY98 FY99 FYOO
GF/GP $1,193,518.7 $1,555,931.8 $1,600,500.0 $1,663,429.2
All Funds $1,197,173.8 $1,561,031.8 $1,604,100.0 $1,672,279.2
% Change - GF/GP 2.9% 3.9%
% Change - All Funds 2.8% 4.3%
KEY ISSUES GF/IGP ALL FUNDS
Across-the-Board Increase for Universities (1.5%) $21,559.6 $21,559.6
Establishment of State Universities Funding $14,476.0 $14,476.0
Floors (1.0%)
Tuition Restraint Incentive Grants $23,600.0 $23,600.0
Across-the-Board Increase for State and $4,390.6 $4,390.6
Regional Programs, Student Financial Aid and
Degree Reimbursements (2.5%)
Tuition Incentive Program (TIP) One-Time ($1,750.0) $3,500.0
Revenue Replacement and Funding Shift
Western Michigan University School of Aviation $500.0 $500.0
Sciences
Other Adjustments $153.0 $153.0
Subtotal $62,929.2 $68,179.2
*Adjusted for program transfers
FY2000 Executive Recommendation $1,663,429.2 $1,672,279.2

UNIVERSITIES, GRANTS AND FINANCIAL AID
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Universities, Grants and Financial Aid

he Governor is committed to ensuring that Michigan’s higher education
institutions are accessible, affordable and accountable. The Governor’s
budget recommendation for fiscal year 2000 continues the state’s commitment to
Michigan’s system of higher education. Since fiscal year 1991, the general fund
budget for higher education has increased
Change from FY1991 to F¥2000 by $§4]195 millign—over 40 percent — more
than double the increase in state agency
general fund spending.

Michigan Merit Award Program

a8 g;a;ﬁ Qgge"cy The fiscal year 2000 higher education
3 Inflation budget reflects the Governor’s vision for a

“smart-state” strategy by expanding
postsecondary educational opportunities
using dedicated tobacco settlement
revenue to endow the Michigan Merit
Award scholarship program. The
Michigan Merit Award scholarship program has both a high school graduation
and a middle school component. Beginning with the graduating class of 2000,
each graduating student passing the High School Scholarship Test (formerly
called the high school proficiency test) will receive a one-time $2,500 scholarship

O Higher Education
Spending

Funding to pay for postsecondary education. The middle school component provides

each middle school student who passes the Michigan Educational Assessment

for H igher Program (MEAP) tests with a $500 Michigan Merit Award credit beginning with

Education

the 1999-2000 school year. This credit will be added to the $2,500 Michigan Merit
Award for those who pass the High School Scholarship Test to provide a total

outstrips scholarship of $3,000 for students in the high school graduating class of 2004.

inflation. University Operations Funding

Michigan’s system of higher education is one of the most respected in the nation.
The Governor’s fiscal year 2000 budget continues strong state support for public
university operations by recommending an overall funding increase of $58.5
million—a 4 percent increase, which is double the expected inflation rate of 2
percent. In order to achieve more equity in funding between universities, the
Governor recommends that this overall funding increase be distributed as

follows:

. A 1.5 percent across-the-board increase for all universities, totaling nearly
$21.6 million;

. A $14.5 million increase (one percent) to be distributed to those

universities whose current state funding per student is below other
universities offering similar programs and degrees; and

. Contingent upon repeal of the Tuition Tax Credit, $22 million for
universities who restrain their annual resident undergraduate tuition
increase to 3 percent or less.

UNIVERSITIES, GRANTS AND FINANCIAL AID

C-8
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Higher Education Spending
Fiscal Year 2000

University Operations FY2000

($ In Millions) roposed
Grants and Lake Superior State University $13.2
Financal Aid University of Michigan - Flint $21.9
7.7% Saginaw Valley State University $24.1
ggg’gjg%’s University of Michigan - Dearborn $25.7
88.6% Oakland University $47.0
Northern Michigan University $48.7
Michigan Technological University $50.5
Statewide Ferris State University $51.5
Programs Grand Valley State University $53.5
3.7% Central Michigan University $80.1
Eastern Michigan University $80.7
Western Michigan University $114.9
Wayne State University $236.7
Michigan State University $299.7
University of Michigan $333.3
Total University Operations $1,481.4

Pupil Funding Equity Formula — Universities that offer similar programs
and degrees should receive similar levels of state funding. Based on an analysis
of university-reported instructional costs by program and student level, the
universities are grouped into four categories. These four groupings reflect
universities offering comparable programs and uses statewide average costs to
establish the funding classifications. Minimum per resident student funding
floors were established for each category and $14.5 million (equal to a one percent
increase) is recommended for distribution to those universities whose current
state payments are below the funding floor for their category, with a 5 percent cap
on increases to any institution.

. Funding Floor of $8,500 per Resident Student
Michigan State University
Michigan Technological University
University of Michigan-Ann Arbor
Wayne State University
. Funding Floor of $4,700 per Resident Student
Oakland University
University of Michigan-Dearborn
Western Michigan University
. Funding Floor of $4,600 per Resident Student
Central Michigan University
Eastern Michigan University
Ferris State University
. Funding Floor of $4,500 per Resident Student
Grand Valley State University
Lake Superior State University
Northern Michigan University
Saginaw Valley State University
University of Michigan-Flint

Nearly
89% of
higher
education
funding
supports
university
operational
Costs.

UNIVERSITIES, GRANTS AND FINANCIAL AID
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Tuition Restraint Incentive Grants — Contingent upon the repeal of the
college tuition tax credit effective with the 1999 tax year, an additional $22
million is recommended to support university operations. Each university that
adopts a resident undergraduate tuition increase of 3 percent or less will receive
additional state funding equal to 1.5 percent of its fiscal year 1999 funding.

Capital Outlay

Recognizing that universities must invest in new buildings and other critical
infrastructure to better serve students, the state has supported over $2 billion in
capital outlay projects since 1990, funding a total of 50 projects at the 15
university campuses. These modern facilities allow our higher education
institutions to maintain competitive instructional programs and prepare
Michigan citizens to compete in the 21st century job market. The capital outlay
recommendations for fiscal year 2000 include $108 million in state support to
pay for debt service obligations of the State Building Authority for university
building projects.

Student Financial Aid

The recommended budget provides a 2.5 percent increase ($2.6 million) for
current need-based student financial aid programs including the Competitive
Scholarship, Tuition Grant, and Michigan Work Study programs.

The Tuition Incentive Program (TIP) is increased by $3.5 million to replace carry
forward funding from prior years that supported the program in fiscal year 1999.
Total available funds of $5.25 million in fiscal year 2000 will cover the tuition
costs for an estimated 2,700 former and current Medicaid-eligible recipients at
postsecondary education institutions. The Tuition Incentive Program
encourages Medicaid eligible students to complete high school by providing
assistance with their tuition and fees. Fiscal year 2000 funding for the Tuition
Incentive Program will come from the Michigan Merit Award Trust Fund to
reflect the anticipated future coordination between that program and the
Michigan Merit Award.

Degree Reimbursement Programs

The grants for general degree graduates, allied health graduates, and Michigan
resident dental graduates provide support for Michigan’s independent colleges
and universities. A 2.5 percent funding increase is recommended for each of
these programs at a cost of $268,511. In addition, contingent upon the repeal of
the college tuition tax credit, an increase of $1.6 million is recommended in the
general degree reimbursement grants to reflect the portion of the tax credit
previously paid to students at independent colleges. The distribution of the
additional degree reimbursement grant allocation will be made if the college or
university adopts a resident undergraduate tuition and fee increase of 3 percent
or less for the 1999-2000 academic year.

UNIVERSITIES, GRANTS AND FINANCIAL AID
C-10 FIrRsT IN THE 21sT



PROGRAM OUTCOMES

Maintain North Central accreditation

Complete fiscal year with a positive fundbalance

Positive general fund balance
Positive total funds (current fund) balance

Maintain or improve the share of total courses
provided at non-traditional hours

Maintain or improve share of continuing
education hours

Maintain or improve baccalaureate graduation rates
Four year graduation rates
Five year graduation rates
Six year graduation rates

Maintain or improve the percentage of graduates
who find jobs

Maintain or improve faculty contact hours with
undergraduate students

Credit hours and section credits taught by tenured
faculty, tenure-track faculty, nontenure-track faculty,
and graduate assistants

Detail for each institution available from the State
Budget Office

UNIVERSITIES, GRANTS AND FINANCIAL AID
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Community Colleges
(Amounts in thousands)

FUNDING HISTORY*

FY90 FY98 FY99 FYO00
GF/GP $212,490.5 $274,977.6 $282,000.0 $292,962.0
All Funds $212,490.5 $274,977.6 $282,000.0 $292,962.0
% Change -GF/GP 2.6% 3.9%
% Change - All Funds 2.6% 3.9%
KEY ISSUES GF/GP ALL FUNDS
Operations Increase of 2.5% $6,946.6 $6,946.6
Tuition Restraint Incentive Grants $4,200.0 $4,200.0
Renaissance Zone Tax Reimbursement
Funding Adjustment ($184.5) ($184.5)
Subtotal $10,962.1 $10,962.1
*Adjusted for program transfers
FY2000 Executive Recommendation $292,962.0 $292,962.0

Fiscal Year 2000 Executive Budget
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State
funds
provide
one-third
of
community
college

funding.

Community Colleges

ichigan’s comprehensive community college system provides its citizens

with access to affordable postsecondary education. The community
colleges are playing an increasingly vital role in the provision of workforce skill
enhancement and retraining, by partnering with the private sector, in an effort to
maintain competitiveness in a global marketplace. Over one-half million people
each year are enrolled at Michigan’s community colleges in various
occupational programs, preparatory courses for successful transfer to four year
colleges and universities, and for continued lifelong learning experiences. The
Governor’s fiscal year 2000 budget recommends $293 million gross and general
fund, representing a 4 percent increase in state support for community colleges.

Operations Support

The fiscal year 2000 general fund appropriation for operation of Michigan’s 28
community colleges is increased by $6.9 million to $284.8 million, a 2.5 percent
increase over the fiscal year 1999. Consistent with the method endorsed by
community college presidents and trustees, half of the increase is distributed
across-the-board, with the remaining being distributed utilizing the Gast-
Mathieu formula.

Tuition Restraint Incentive Grants

Contingent upon the repeal of the College Tuition Tax Credit effective for the

1999 tax year, an additional $4.2 million is provided in the Governor’s fiscal year
2000 recommendation for tuition restraint

Community College Funding incentive grants to community colleges. The

Local Property
Tax
34.6%

incentive grant is available to each community
college which limits its student tuition increase to
3 percent or less for the 1999-2000 academic year.
These tuition restraint incentive grant resources

St;;ezfj/:’d reflect an additional 1.5 percent increase for
community college operations.

Michigan Merit Award
The Governor has proposed the establishment of
other the Michigan Merit Award — a merit-based
) 3.6% scholarship program which will be made
Ttion & >ees available to the high school graduating class of
2000. High school students who are successful in
passing the reading, writing, math, and science
components of the High School Scholarship Test (formerly High School
Proficiency Test) will be eligible to receive a $2,500 scholarship which may be
utilized at a Michigan university or community college of their choice. Eighth
graders who are successful on the same components of the MEAP test in 7th and
8th grades will receive an additional $500 to add to their scholarship.

COMMUNITY COLLEGES

C-14
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Capital Outlay

Recognizing that modern facilities will enable our community college system to
maintain competitive instructional programs, the state has authorized $435
million for 42 different community college building and renovation projects
during the 1990’s. The fiscal year 2000 budget also provides $14.5 million in
general fund support for State Building Authority debt service obligations on
community college building projects which have been completed.

In addition, a total of $30.0 million was awarded recently to eight community
colleges to support construction of technical training centers. These centers,
funded with Michigan Strategic Fund resources, will provide the necessary
infrastructure and equipment to deliver technical training programs in an effort to
address the critical shortage of skilled workers in high demand occupations.

Other Recommendations

Funding for the At-Risk Student Success Program at each community college has
been maintained at $3.6 million for fiscal year 2000. This program provides
additional funds to colleges for approximately 35,000 students who are
academically at-risk in an effort to overcome a wide range of obstacles and
maximize their learning experience.

Finally, $368,458 is built into the fiscal year 2000 recommendation to reimburse
community colleges for revenue loss as a result of the passage of the Renaissance
Zone legislation.

COMMUNITY COLLEGES
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COMMUNITY COLLEGE PROGRAM OUTCOMES

Maintain North Central Accreditation
Number of institutions accredited

Complete fiscal year with a positive fund balance
Number of institutions with a positive general
fund balance

Number of institutions with a positive total (current)
fund balance

Maintain or improve percentage of students passing
licensing or certification exams

Maintain or improve percentage of students transferring
to 4-year institutions doing at least as well as students
already attending those institutions

Additional Related Data

Course Sections at Non-Traditional Times
Percent

Non-Traditional Course Sections

Total Course Sections

Occupational Graduates Employed or Continuing Education
Percent

Graduates Employed

Total Graduates

Detail for each institution available from State Budget Office

COMMUNITY COLLEGES
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Department of Education
(Amounts in thousands)

FUNDING HISTORY *

FY90 FY98 FY99 FYO00
GF/GP $39,013.6 $43,737.0 $44,393.8 $37,867.0
All Funds $360,998.3 $835,342.0 $869,926.7 $983,215.9
% Change -GF/GP 1.5% -14.7%
% Change - All Funds 4.1% 13.0%
KEY ISSUES GFIGP ALL FUNDS
MEAP — New Contract Costs/Funding Adjustment ($7,388.4) $5,613.7
Michigan Education Information System $750.0 $750.0
New Federal Grant Awards $0.0 $105,387.8
Class Size Reduction $50,275.7
Reading Improvement (RPM) $13,000.0
Teacher Quality Enhancement $2,500.0
“GEAR-UP” Program $2,000.0
Existing Award Increases $37,612.1
Teacher Certification — Shift to Paperless System $0.0 $500.0
Michigan Geographic Alliance Endowment — ($300.0) ($300.0)
Eliminate One-time Funding
Technical Adjustments $2.7 ($130.9)
Economic Adjustments $408.9 $1.468.6
Subtotal ($6,526.8) $113,289.2
*Adjusted for program transfers
FY2000 Executive Recommendation $37,867.0 $983,215.9
EDUCATION
Fiscal Year 2000 Executive Budget C-17



Reading
scores for
both 4th
and 7th

grade

students

are up.

65%
50%
35%
20%

EbucATiON

C-18

Department of Education

he fiscal year 2000 recommendation for the Department of Education strives

to make Michigan first in the 21st Century by focusing on child literacy,
student academic achievement and educational accountability. The Department
of Education is responsible for administering the state school aid act and federal
education programs, teacher certification, collection and dissemination of
educational data, and providing technical assistance to local school districts.
Total fiscal year 2000 recommended funding for the Department of Education is
$983.2 million gross, and includes over $100 million in new federal funds.

Reading Plan for Michigan Expands Statewide
Introduced last year, the Governor’s Reading Plan for Michigan aims to have all
children read at grade level by the time they reach the fourth grade. Parents and
educators will be provided with tools and programming to help children achieve
reading success. Expanded statewide distribution of the popular reading
readiness packages for new parents (R.E.A.D.Y kits) and continued development
of the school-based components of the program are key priorities for the
department during the next fiscal year. Over

READING SCORES the next five years, it is anticipated that one
Percent Satisfactory million R.E.A.D.Y kits will be distributed to
parents of infants, toddlers and preschool
1 children, representing the largest statewide
| parent informational effort in the nation. The
Governor recommends a fiscal year 1999

supplemental of $1.75 million general fund to
FY96 FY97 FY98 match corporate sponsorships for the statewide
M 4th Grade 7th Grade distribution of the R.E.A.D.Y Kkits. In addition,
over $12.4 million in new federal funds via the
Reading Excellence Act will augment existing Goals 2000 federal funds to
support the school components of this innovative program.

New Federal Funds Supporting Key Programs

During fiscal year 2000, Michigan will receive over $100 million in new and
increased federal funds to support educational services. The centerpiece of the
new federal programs is $50 million for class size reduction initiatives. These
funds are intended to support nearly 1,300 new teachers in Michigan classrooms.
The Governor’s recommendation also includes new and increased federal
funding for disadvantaged children ($15 million), national school lunch program
($11.3 million), teacher quality enhancement ($2.5 million), special education ($4
million), adult basic education ($2 million), “GEAR-UP” college awareness
program ($2 million), and charter schools ($1.5 million). In addition to the
federal funds that flow-thru the Department of Education, local districts are also
eligible to apply directly to the Federal government for several new programs,
including support for teacher quality enhancement, “GEAR-UP”, bilingual
education, professional development, safe and drug-free schools, teacher
training in technology, and 21st century learning centers.

FIrRsT IN THE 21sT



Michigan Merit Awards Linked to MEAP Achievement

The Governor’s recommendation rewards Michigan high school graduates who
have successfully mastered reading, writing, math and science with a $2,500
college scholarship under the Michigan Merit

Award program. Middle school students are also

targeted with $500 credits available for students MATH SCORES
demonstrating similiar achievement. By 80% Percent Satisfactory

rewarding achievement on the Michigan 0

Educational Assessment Program (MEAP) tests, 60% B
the Governor challenges Michigan students to 40% .
learn the skills they need to succeed in the 21st

Century. The Governor’s proposal also further 20%

establishes accountability standards for local FY96 FY97 FY98

school districts — making the measurement of
student performance a key component of an
overall effort to improve the quality of education
in Michigan.

M 4th Grade 7th Grade

Included in the Governor’s recommendation is an increase of $5.6 million to Math
support costs associated with the printing, scoring, reporting and continuing

development of the MEAP tests. MEAP test development and administration will

now be fully supported with funds from the Michigan Merit Award Trust Fund.  SCQOFEeS

Improved Access to Educational Data CI | m b
The Governor’s recommendation includes $750,000 in general fund support for )
the development of the Michigan Educational Information Network. This new

educational information network will replace an antiquated paper-driven system

used by school districts for reporting student demographic, fiscal, and

performance data. The shift to electronic reporting will reduce administrative

demands on local school districts and lead to more student-focused research. The

Michigan Educational Information Network will also assist in the publication of

the Michigan School Report — a building-by-building report on student test

scores, dropout rates, teacher salaries and administrative costs for every public

school in Michigan. This report is available on the Internet (http://

www.mde.state.mi.us) and through the Department of Education.

The recommendation also supports $500,000 for a similar shift to a paperless
teacher certification process - allowing individual record holders and local
districts immediate access to certification records. The educational community,
policymakers and the general public will benefit from the improved information
capabilities that these systems will provide — empowering parents, local
decision-makers, and state policymakers with the information they need to make
informed choices.

EDUCATION
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PROGRAM OUTCOMES FY97 FY98 FY99 FYO0O
Reduce the number of stat¢ 147 145 125 115
forms local schools must

complete

Reduce the number of 22 7 6 5
unaccredited school

buildings by 10% each year

Review financial audits of 432 444 450 450

local school districts as
required by the Federal
Single Audit Act.

NOTE: For K-12 related
measures, see School Aid
section
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Michigan Jobs Commission
(Amounts in thousands)

FUNDING HISTORY *

FY90 FY98 FY99
GF/GP $44,048.9 $113,366.2 $108,519.8
All Funds $451,227.2 $518,657.8 $565,033.4
% Change - GF/GP -4.3%
% Change - All Funds 8.9%
KEY ISSUES GF/GP

Transfer Economic Development Programs to the
Michigan Strategic Fund - E.O. 1999-1 ($64,259.9)

Transfer Workforce Development Programs to the

FY00
$0.0
$0.0

-100.0%

-100.0%

ALL FUNDS

($113,229.1)

Department of Career Development - E.O. 1999-1 ($44,259.9) ($451,804.3)

Subtotal ($108,519.8) ($565,033.4)
*Adjusted for program transfers

FY2000 Executive Recommendation $0.0 $0.0

Fiscal Year 2000 Executive Budget
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JOBS COMMISSION
D-2

Michigan Jobs Commission

xecutive Order 1999-1 transfers all economic development programs from the

Michigan Jobs Commission to the Michigan Strategic Fund, transfers
workforce development functions to the Department of Career Development, and
abolishes the Michigan Jobs Commission. These organizational changes will
result in enhanced effectiveness in economic development programs, and will
strengthen career development and training programs.

Job Creation Services
Int'l & Nat'l Bus Develop
Travel Michigan

Economic Dev Job Training

Michigan Strategic Fund

Economic
Development

v

Local
Govemments

Michigan Strategic
Fund

}

!

$113.2 Million
241 Employees

Department of Career Development

Rehabilitation Services

Workforce Development

Interlocal Agreement Under Urban Cooperation
Act of 1967

MEDC Administrative Board

|

Michigan Economic Development
Corporation

| Board of Directors

v

CEO

v

MMTC Staff ' State Staff | New Staff

Career Job Training
Development | Employment Service Agency
Career Preparation
Community Service
Commission
$451.8 Million
1,066 Employees
v
; ; Department of Career
Community Service
v Development Govemor's
Commission Workfgrcg
Commission
Workforce Rehabilitation Employment (;(a;ﬁr fa:ip
Development Services Selrvices 9
Development
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Department of Career Development
(Amounts in thousands)

FUNDING HISTORY *

FY90 FY98 EY99 EYQ0
GF/GP $17,965.4 $46,236.5 $44,259.9 $15,144.9
All Funds $360,804.1 $414,722.1 $451,804.3 $434,910.4
% Change - GF/GP (4.3%) -65.8%
% Change - All Funds 8.9% -3.7%
KEY ISSUES GF/GP ALL FUNDS

Transfer Welfare to Work GF/GP to FIA and
Replace with Temporary Assistance for
Needy Families (TANF) ($10,000.0) $0.0

Transfer Work First GF/GP to FIA and Replace
with Temporary Assistance for Needy

Families (TANF) ($19,410.0) $0.0
Phase-Out School to Work Grant $0.0 ($7,983.3)
Economic Adjustments $295.0 $1,910.2
Other Adjustments $0.0 ($10,820.8)

Subtotal ($29,115.0) ($16,893.9)

*Adjusted for program transfers

FY2000 Executive Recommendation $15,144.9 $434,910.4

CAREER DEVELOPMENT
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Department of Career Development

he Governor’s fiscal year 2000 budget maintains strong support for workforce

development programs with funding of $434.9 million for the Department of
Career Development, created through Executive Order 1999-1. This new single
focus department will concentrate solely on developing a ready supply of
technically educated workers. The core mission of the department is the
development of a higher skilled and higher income workforce. The Department
of Career Development encompasses all workforce, job training and career
preparation programs formerly funded under the Michigan Jobs Commission.

The fiscal year 2000 recommendation transfers $451.8 million gross, $44.3 million
general fund, from the Michigan Jobs Commission to the Department of Career
Development. In addition, the fiscal year 2000 budget proposes a shift in
financing of welfare to work programs, resulting in general fund reductions
totaling $29.4 million. Michigan’s nationally recognized success in welfare
reform has yielded dramatic caseload reductions. As a result, existing federal
funds can be redirected to fully support efforts to move individuals from welfare
to work. The highly touted Work First program will be 100 percent federally
funded maintaining current program support of
over $101.2 million, while assisting individuals in
“Michigan can claim Work Firstasabona  the transition from welfare dependency to work.
fide success story — one that promises Michigan’s welfare reform strategy clearly works—
to have an impact on generations of . L
Michiganians.” since the begl_nnlng of welfare reform, nearly
200,000 families have left the welfare rolls.

Lansing State Journal (3/10/98) L
Michigan’s efforts to move long-term welfare

recipients and non-custodial parents to work and
self-sufficiency will continue to be supported by
$30 million in federal block grant revenues. By maximizing use of existing
federal funds, $10 million in scarce state general fund resources will be available
for other priorities. In fiscal year 1999 and again in fiscal year 2000, $10 million
will be transferred to the Family Independence Agency to help fund day care
services for low income families.

The fiscal year 2000 budget continues Michigan’s efforts to help build a high
skill, high wage workforce prepared for today’s jobs and the jobs of the future.
In addition to the significant resources allocated to moving individuals from
welfare to work, over $100 million is included to support programs and
individualized services which enable disabled citizens to enter and succeed in
the labor market Although fiscal year 2000 marks the phase-out of federal
funding for school-to-work initiatives, Michigan will continue its efforts to
prepare students for the world of work through extensive career preparation
activities funded through the School Aid budget.

CAREER DEVELOPMENT
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PROGRAM OUTCOMES FY97 FY98 FY99 FYOO

Prepare the state’s workforce for job
opportunities with Michigan
businesses.

Maintain job placement and
retention of Work First program
participants.

Employed 51,081 51,044 51,000 51,000
Retained 90 plus days 27,396 30,850 31,000 31,000
Increase the number of times Not

America’s Talent Bank is used by Applicable 280,000 300,000 400,000
employers to locate prospective
employees.

Increase the number of persons with 6,556 7,000 7,100 7,200
disabilities who are successfully
employed.

CAREER DEVELOPMENT
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Michigan Strategic Fund

(Amounts in thousands)

FUNDING HISTORY *

FY90 FY98 FY99 FYQ0

GF/GP $26,083.5 $67,129.7 $64,259.9 $64,907.2

All Funds $103,423.1 $116,935.7 $126,229.1 $131,917.1

% Change - GF/GP (4.3%) 1.0%

% Change - All Funds 7.9% 4.5%

KEY ISSUES GF/IGP ALL FUNDS
Increase Community Development Block Grant $0.0 $5,000.0
Economic Adjustments $647.3 $688.0
Subtotal $647.3 $5,688.0

*Adjusted for program transfers

FY2000 Executive Recommendation $64,907.2 $131,917.1

STRATEGIC FUND AGENCY

Fiscal Year 2000 Executive Budget
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Michigan Strategic Fund

he fiscal year 2000 Executive Budget reflects implementation of Executive

Order 1999-1, which transfers all economic development functions of the
Michigan Jobs Commission to the Michigan Strategic Fund (MSF), and moves the
Michigan Strategic Fund to the Department of Management and Budget as an
autonomous agency.

The fiscal year 2000 Executive Recommendation for the Michigan Strategic Fund
includes $131.9 million in total funding, $64.9 million from general fund
resources. This total encompasses funding for all economic development
programs formerly housed in the Michigan Jobs Commission — international and
national business development activities, travel and tourism promotion,
economic development grants, job creation services, and federal community
development block grants — as well as funding for administration and
operations. The fiscal year 2000 Executive Budget also includes $13 million in
state restricted funds transferred from the Michigan Department of
Transportation under Executive Order 1999-1 to support transportation-related
economic development activities. The fiscal year 2000 budget reflects an increase
of $5 million in anticipated federal Community
Development Block grant revenue in grants for local
governments for economic development and public
works projects.

The level of employment in Michigan
still nearly boggles the mind...It is sweet
to celebrate the state of Michigan’s

economy right now.” . L
In fiscal year 1999, a supplemental appropriation of $5

Detroit Free Press (1/22/98) million general fund is recommended to construct
additional technical training centers. Eight community
colleges recently received $30 million to assist in
construction of new training facilities throughout the
state. The $30 million was not sufficient to fund all the meritorious projects
competing in the first round of grants. The additional $5 million will enable
expansion of this important initiative to ensure that Michigan has the facilities
and equipment needed to train workers for high skill, high wage jobs.

The Michigan Strategic Fund is empowered to enter into agreements with local
governments to create the Michigan Economic Development Corporation
(MEDC), a public economic development authority which will ensure long-term
continuity and increased focus and flexibility for economic development issues.
The Michigan Economic Development Corporation will further consolidate
economic development programs by incorporating the Michigan Economic
Growth Authority, Michigan Manufacturing Technology Center, and Michigan
Technologies, Inc. MEDC will combine the strengths of state economic
development staff with local, university and business partners to bring more high
skill high wage jobs to Michigan.

STRATEGIC FUND AGENCY
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Increased flexibility in
the entrepreneurial new
organization will expand

Michigan Unemployment Rate

1998

The
unemployment
rate is at
its lowest
rate in a

Michigan’s economic 16 N

successes: 14 I‘J \
chigan - N[ X

. Michigan is £ 10 / \
ranked number 3 g
oneinthenation & g /\/ ~
for attracting new 4 /
business sites. 5

. , 0

. Michigan’s 1969
unemployment
rate has been
below the national
average for five
years in a row.

. More than 750,000 jobs have been created since 1991.

. Renaissance zones have attracted 82 projects in 11 economically ]
depressed areas, creating more than 4,550 jobs, and $196 million in private 9eéneration.
investments.

. Michigan Economic Growth Authority (MEGA\) projects have created

32,229 jobs, and generated capital investment of $1.6 billion, resulting in
net positive impact to the state of $1.3 billion.

Fiscal Year 2000 Executive Budget
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PROGRAM OUTCOMES

FY97

FY98

FY99

FYOO

Retain existing Michigan businesses,
expand investments, and attract new
com panies into the state.

Maintain the number of account
management team contacts with
Michigan businesses.

Expand new job creation through
international and national business
attraction.

Encourage new job creation through
tax credits.

4,089

4,089

7,403

Increase the number of requests for 456,000

Michigan travel information.

Upgrade the skills of existing
workers and provide advanced ski
training to new hires through
Economic Development Jobs
Training grants.

53,600

4,000

5,000

5,654

596,000

72,600

4,000

5,500

10,000

655,000

72,600

4,000

6,050

10,000

655,000

72,600

STRATEGIC FUND AGENCY
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Department of Consumer and Industry Services

(Amounts in thousands)

FUNDING HISTORY *

FY90 FY98 FY99 FYQO0
GF/GP $197,819.2 $74,323.7 $71,500.0 $77,357.5
All Funds $448,395.5 $445,744.2 $467,564.3 $493,533.5
% Change -GF/GP -3.8% 8.2%
% Change - All Funds 4.9% 5.6%
KEY ISSUES GF/GP ALL FUNDS
Nursing Home Quiality Incentive Grants $4,489.0 $10,000.0
Rent and Building Occupancy Correction $302.3 $816.8
Property Development — Eliminate ($557.6) $0.0
General Fund Support
Fire Safety — Restricted Funding for $0.0 $241.0
Construction Plan Review Staff
Occupational Safety and Health — Funding $0.0 $181.2
for Safety and Health Consultants
Economic Adjustments $1,758.8 $11,395.7
Other Adjustments ($135.0) $3,334.5
Subtotal $5,857.5 $25,969.2
*Adjusted for program transfers
FY2000 Recommendation $77,357.5 $493,533.5

Fiscal Year 2000 Executive Budget
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The largest
program in
the

department’s

Department of Consumer and Industry Services

iscal year 2000 marks the fourth year of operation for the state’s primary

licensing and regulatory department. It also marks the second full year in
which the administration of unemployment insurance benefits is reflected in the
Consumer and Industry Services’ budget. The Governor’s fiscal year 2000

Fiscal Year 2000 Spending by Category

Other Central
20% Administration
Unemployment 9%
Agency
21%

Housing
19%

Workers
Compensation &
Safety
12%

Business Regulation Health Regulation
19% 13%

budget maintains the department’s mission
of supporting the health, safety, economic,
and cultural well-being of the public
through services to and regulation of the
activities of organizations and individuals.

The Governor’s fiscal year 2000
recommendation for the Department of
Consumer and Industry Services reflects
total funding of $493.5 million, of which
$77.4 million is general fund. The
recommendation enables the department to
focus on delivering more effective and
efficient services to its more than 1.5 million
licensees. It also encourages the department
to continue improving customer service in
all of its operations.

Recent achievements and customer service successes exemplify the progress the
Department is making in meeting its goals. A few examples include:

. Recouped $1.8 million owed to the state by delinquent liquor licensees

budget is

administration

through a joint venture with the Treasury Department.

Recognized by Safety and Health magazine as one of the top four

trendsetters in workplace-safety innovation.

of benefits

for

unemployed

. Secured the 1998 Achievement Award for excellent customer service from
the International Association of Corporation Administrators for the

workers.

electronic corporate filing system that saves paper, money, and time.

. Produced Consumers Corner, a monthly cable show featuring discussion on
consumer issues to promote informed decision making.

. Rescinded 21 obsolete or burdensome rules for seven regulatory boards.

Nursing Home Quality Incentive Grants

The highlight of the fiscal year 2000 recommendation is a new $10.0 million
Nursing Home Quality Incentive Grant program which the Department of
Consumer and Industry Services will administer with assistance from the

CONSUMER AND INDUSTRY SERVICES

D-12

FIrRsT IN THE 21sT



Michigan Quality Council. As the regulator of Michigan’s nursing homes, the
department is solidly committed to ensuring the highest quality of care for the
state’s 52,000 vulnerable nursing home residents. The department performs
inspections and other oversight activities to guarantee that all nursing homes meet
basic health and safety standards. Once these standards are met, facilities must be
encouraged to continuously improve the quality of life for their residents. The
grant program will reward homes

that consistently maintain health Safer Workplaces

and safety standards while going

i : . 22
the extra mile to provide quality

)
care. 2 20
2
) Z 18
Other Fiscal Year 2000 g
Recommendations g 10 56
The recommendation includes 'a:) 14 ' 8.5
spending increases financed by § 12 15.11 14.81 22
user-supported fees. The Office of 5 '
- - [
Fire Safety increase of $241,000 = 10
1994 1995 1996 1997 1998

provides additional resources for
reviewing construction plans for fire
safety standards. Construction delays and unnecessary fire safety inspection
citations will be reduced by this action. The Occupational Safety and Health
increase of $181,200 will be used to assist employers in voluntarily assessing
safety and health concerns at their workplaces. These funds will also be used to
develop programs for promoting increased health and safety in the workplace.

_ _ _ Overall
The recommendation demonstrates the Governor’s ongoing commitment to the
arts and to fair and equitable statewide distribution of arts funding through the Workplace
Michigan Council for Arts and Cultural Affairs. General fund support for arts and
cultural grants in fiscal year 2000 is recommended at the current level of $20.8 Safety has

million. .
Improved.

The recommendation also reflects the centralization of the department’s
administrative hearings process in the Office of Legal Affairs. The new office,
comprised of numerous administrative law functions currently spread across
many divisions, will provide timely and fair legal services to the entire
department. Since many administrative law functions are similar, office staff will
be targeted to the areas of greatest need, thus providing the most efficient use of
staff resources and preventing unnecessary slowdowns in the legal process.

CONSUMER AND INDUSTRY SERVICES
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PROGRAM OUTCOMES

FY97

FY98

FY99

FYO0O

Resolve contested cases and
publish legal opinions for the
Worker’'s Disability
Compensation Program.

Meet a monthly standard of
eight published opinions for
each Appellate Commissioner in
1999.

Improve safety and employment
regulation services.

Reduce pending MIOSHA
appeals.

Ensure standards of
performance for commercial and
health service providers and the
construction industry.

Respond to 90% of medical
consumer complaints within a
60 day time standard.

670

339

75%

815

341

80%

702

307

90%

702

277

90%

CONSUMER AND INDUSTRY SERVICES
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Department of Corrections

(Amounts in thousands)

FUNDING HISTORY *

EY90 FY99 EYO00

GF/GP $732,918.4 $1,330,269.4  $1,368,557.1  $1,486,579.0

All Funds $758,134.0 $1,389,758.8  $1,441,935.0 $1,566,641.7

% Change -GF/GP 2.9% 8.6%

% Change - All Funds 3.8% 8.6%

KEY ISSUES GF/GP ALL FUNDS
New Facility Operations-Phased Costs $62,657.7 $62,657.7
State Prison of Southern Michigan Renovations $17,720.0 $17,720.0
Full-Year Funding for Youth Correctional Facility $0.0 $10,212.9
Eliminate Leased Beds Funding ($30,807.4) ($35,807.4)
Employee Training Adjustments $8,251.6 $8,251.6
Various Operational Expenses $12,444.9 $13,282.0

Project RESTART (Reforming, Educating, Strengthening,

Through Alternative Restructured Treatment) $753.2 $753.2
Project CHANGE (Cognitive Housing Approach:

New Goals Environment) $703.2 $703.2
Substance Abuse Program Adjustments $1,128.4 $541.4
Community Corrections Comprehensive Plans

and Services $553.0 $553.0
Close Six Corrections Centers ($6,000.0) ($6,000.0)
Eliminate One-time Regional Jail Funding ($2,000.0) ($2,000.0)
Economic Adjustments $52,617.3 $53,839.1

Subtotal $118,021.9 $124,706.7

*Adjusted for program transfers
FY2000 Executive Recommendation $1,486,579.0 $1,566,641.7

Fiscal Year 2000 Executive Budget

CORRECTIONS
E-1



Community
Supervision
9.0%

Administration &
Training 4.7%

Over 83%

of the

Correction’s

budget is

earmarked

for the
security
and

custody of

prisoners.

Department of Corrections Fiscal Year 2000 Bed Expansions

Fiscal Year 2000 Spending

Community
Corrections
Programs 2.9%

Department of Corrections

Governor Engler has kept his promise to make Michigan safer by reforming
the criminal justice system and ensuring just punishment for criminal
behavior. As a result, Michigan’s crime rate has
declined to the lowest level in nearly 30 years.
The Michigan Department of Corrections, a core
component in public safety, is responsible for the
incarceration of convicted felons and for the
supervision of felons after their release on parole.

The Department of Corrections currently operates
40 prisons and 14 camps which house almost
42,500 convicted felons. Over 1,500 prisoners are
located in prison beds leased from the state of
Virginia. The department also provides parole
and probation oversight for more than 65,000
criminals.

Prisons &
Camps
83.4%

Since taking office, Governor Engler has signed more than 300 anti-crime bills
and reformed the parole system so that the most dangerous offenders remain in
prison. With the implementation of “truth-in-sentencing” and sentencing
guidelines legislation, offenders will receive consistent, fair sentences and will
serve at least the minimum sentence imposed. These changes will significantly
increase the need for more prison space.

To support these efforts, the fiscal year 2000 recommendation for the Department
of Corrections totals $1.57 billion, reflecting a 8.6 percent increase from fiscal year
1999.

Prison Expansion

In fiscal year 1998, the Legislature approved $198 million in capital outlay
spending for the construction of 5,420 additional prison beds. The fiscal year
2000 budget includes $62.7
million in operational funding

for 4,712 new prison beds

Correctional Projected . .
Facility Location Opening Beds scheduled to open during fiscal
year 2000. The increased

Camp Branch Ex‘pansmn - Coldwat‘er October 1999 120 operational funding will be
St. Louis Correctional Facility St. Louis November 1999 672 .
Cooper Street Correctional Facility Jackson November 1999 480 partla”y offset by the reduced
Florence Crane Women's Facility Coldwater November 1999 240 need to lease prison beds in
Baraga Correctional Facilty Baraga January 2000 240 other states aIIowing leased
Pine River Correctional Facility St. Louis January 2000 960 < .-
Macomb Correctional Facility New Haven March 2000 240 be_d _approprlatl_on_s of $35'8
Thumb Correctional Facility Lapeer March 2000 240 million to be eliminated for
Saginaw Correctional Facility Freeland April 2000 240 fiscal year 2000.
Camp Puglsey Conversion Kingsley August 2000 800
Camp Ojibway Conversion Marenisco August 2000 480

CORRECTIONS
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Renovations continue at the MICHIGAN PRISON CAPACITY
former State Prison of Southern Funded Expansion

Michigan in Jackson under the /
1985 Hadix v Johnson consent

decree. Breakup of this facility
into several smaller
independent prisons has
required capital construction
funding of more than $116
million. The fiscal year 2000
budget includes $17.7 million in
operational funding for 753
beds scheduled to reopen in

MARQUETTE

MUNISING
IRON RIVER
|}

January 2000, completing

another phase of renovations. AN ?
The 480-bed maximum security o CURRENT PRISON -2
Michigan Youth Correctional @ PRISON EXPANSION { A
Facility in Baldwin is scheduled A NEW PRISON
to open in July 1999. As one of ® CURRENT CAMP =
the nation’s largest, stand-alone B CAMP EXPANSION "
youth correctional facilities, this * CAMP CONVERTED TO PRISON -‘J
prison will house offenders up - S o S
to the age of 19, sentenced as ] L ok JE
adults for serious crimes. The D bt ®m o
I

privately-constructed and
operated facility is estimated to
save the department more than $4.5 million per year in annual operating costs.
Funding is available from federal Violent Offender Incarceration and Truth in
Sentencing revenue to pay operational and facility lease contract costs.

Substance Abuse Services

The fiscal year 2000 budget includes over $22.1 million for prisoner substance
abuse programming. Prisoners entering the prison system are assessed for
substance abuse problems and are subject to random drug tests. Appropriate
referrals are made to a drug treatment readiness program, an outpatient treatment
program, or a residential treatment program.

The drug treatment readiness program is a 13-session program taught by
specially-trained prison staff. Outpatient treatment is provided for offenders who
meet twice each week for individual and group counseling. Outpatient programs
are offered at 22 prisons, all camps, and most community corrections centers. The
residential substance abuse treatment program is provided to community-based
prisoners whose need for treatment is greater than what can be provided by
outpatient treatment. These 24-hour residential programs, ranging from 30 to 180

Fiscal Year 2000 Executive Budget
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Prison
population
has
grown
dramatically
in the

last 15
years.

days, involve a daily schedule that includes counseling and treatment. The fiscal
year 2000 budget maintains funding added in fiscal year 1999 for drug and
alcohol testing and treatment programs for probationers, parolees, community
residential program prisoners, and technical violators.

Educational Programs

In 1998, Governor Engler signed Public Act 320, requiring most prisoners to earn
a high school diploma or a General Educational Development certificate as a
condition of parole. To meet this goal, the department expends nearly $30
million each year to provide Adult Basic Education and educational
programming at all prisons. In 1998, 1,862 state prisoners earned a General
Educational Development certificate and 30 percent of all state prisoners were
enrolled in education programs. The department arranges for college
programming at the Charles E. Egeler Correctional Facility, in accord with the
Hadix v Johnson consent decree, and at two women’s facilities - Scott Correctional
and Florence Crane - ordered under the Glover v Johnson lawsuit. Other
prisoners, however, are able to take correspondence courses at their own
expense.

Truth-in-Sentencing Impact
The Legislature enacted laws to require newly convicted felons to serve a
minimum sentence and replaced “good time” credits with disciplinary time,
added for bad behavior. Although this “truth-in-sentencing” package was
enacted in 1994, implementation was delayed to 1998 when Public Acts 315, 316,
and 317 enacted statutory sentencing guidelines. The full impact of “truth-in-
sentencing” will occur over many years as length of stay in prison increases. For
every month added to the average minimum stay, an additional 700 beds are
necessary. The National Council on Crime and Delinquency estimates that as a
result of these changes, the prisoner population could increase by nearly 5,700
prisoners by the year 2007.
Prison/Camp Population
“Truth-in-sentencing”

55,000
50,000 -
45,000 -
40,000

provisions require prisoners
45800 47,500

1975

* FY 1999 and FY 2000 Projected

CORRECTIONS
E-4

43821 to serve the minimum
] 38854 sentence in a secure
35,000 1 31,240 correctional facility. As a
zgggg result, Department of
20,000 - 16,003 Corrections’ operational costs
150001 19914 12940 will increase as prisoners can
12888 J no longer be placed in lower-
"o - cost community corrections
1998

1980 1985 1990 1995 1099 =000  Ce€Nters prior to parole.
End of Year Additionally, “truth-in-

sentencing” provisions allow
the Parole Board to include a 30 to 180 day placement in a corrections center as a
condition of parole; currently paroled offenders are placed in the community.
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The net impact of these legislative changes is reflected in the fiscal year 2000
budget recommendation. The proposed budget reflects closure of six community
corrections centers, eliminating 404 beds and $6 million in operational costs.
Funding is maintained for eight centers, housing prisoners placed by the Parole
Board and providing services for other offenders including substance abuse
residential programs, substance abuse treatment, alternative incarceration options
for technical parole violators, and bootcamp aftercare programs.

Ensuring Better Use of High-Cost Prison Space

High security, single-bunked cells and administrative segregation cells are
required for inmates who cannot be managed at lower security levels. These cells
are costly, requiring more supervision than other security levels. Reducing the
number of high security beds needed throughout the prison system requires
changes in prisoner behavior. If successful, one or more high security prisons
could be reclassified, double-bunked, and result in better use of existing prison
space.

The fiscal year 2000 budget includes $753,200 for Project RESTART (Reforming,
Educating, Strengthening, Through Alternative Restructure Treatment) located at
the Oaks Correctional Facility. This “boot camp” style program, conducted within
the prison, involves prisoners who volunteer to participate in a highly structured
environment as an alternative to placement in administrative segregation. The 8-
week program includes strict discipline, military style drill, physical training,
intensive counseling, and limited personal property.

Additional funding of $703,200 is also recommended for Project CHANGE
(Cognitive Housing Approach: New Goals Environment), operating at the
Michigan Reformatory Correctional Facility. The Department of Corrections
proposes early intervention to change the behavior of offenders under the age of
26, with a history of misconduct, but whose behavior has not been seriously
assaultive. As a result of this program, it is anticipated that misconduct will be
reduced and prisoners will ultimately avoid higher-cost custody placements.

County Jail Reimbursement Program

The fiscal year 2000 Executive Budget maintains $18 million to reimburse counties
for jailing felons who would otherwise be sent to prison. Reimbursements to
county jails have grown five-fold since 1991. Judicial sentencing practices are
expected to change as judges apply the recently enacted statutory sentencing
guidelines to crimes committed on or after January 1, 1999. During fiscal year
1999, data will be collected and analyzed to determine the number of prison
diversions that will qualify for county jail reimbursement. For fiscal year 2000,
this information will provide the basis for allocating the recommended $18
million. As the data become available, the department will work with the
Legislature to develop an appropriate distribution formula.

Fiscal Year 2000 Executive Budget
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Probation/Parole Activities

Th